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KEY ECONOMIC INDICATORS 
(Values in million US$, based on current prices, 
unless otherwise specified) 


3/ 3/ 
Income, Production, 1/ 2/ 75-76— 76-77 


Employment 1976(r)=— 1977(p)— % Change % Change 


GNP in current prices 9,051.0 6,475.0 Sot a 
GDP in constant 1968 prices Scale <2 35034.2 7.0 8 
Per capita GNP in current 

prices (US$) 2,999 2,805.4 6.8 oa 
Plant & Equipment Investment 986. 983. 
Avg. Index of Industrial Prod. 

- 4th Quarter (1974=100) 115. 
Avg. Index of Industrial Wages 

(July 1972=100) 154 
Labor Force (thousands) 885 
Avg. Unemployment (2) 4. 


Money & Prices 


Money Supply (M1) 1,632. 
Prime Interest Rate 6. 
Avg. Consumer Price Index 

(Nov. 1972=100) 144.9 
Avg. Wholesale Price Index 

(1974=100) 105.1 
Avg. GDP Deflator (1968=100) 158.3 


Balance of Trade & International Payments 


Exports of Manufactured Goods 4,749.2 5,884. . a2- 
U.S. Share 739. 1,000. ; 33. 
Total Exports, f.o.b. 

(excl. Indonesia) 6,639. 8,301. : 23 
U.S. Share 976. 1,289. ; 30. 
Imports of Manufactured Goods 5,739. 6,700. ° 18. 
U.S. Share 1,138. betai> . Ve 
Total Imports, c.i.f. 

(excl. Indonesia) 9,144. 10,546. a L3. 
U.S. Share 1,208. L,3a0% ; 9. 
Balance of Trade -2,505. -2,244. . Ll. 
Balance of Payments 301. 296. : -2. 
Foreign Exchange & Gold 

Reserves Paatas 3,718. » 8. 
External Public Debt 269. 404. ° 48. 





Main Imports from U.S. for 1977 (million US$): 
Electric machinery (406.5); Industrial machinery (354.2); Transport equipment 


(151.8); Scientific instruments (36.5); Metal products (26.7); Fruits & 
vegetables (25.4); and Chemical products (25.0). 


.. Exchange rate: $S$2.45 = US$1.00 
. Exchange rate: $$2.42 = US$1.00 
. & Change of financial items calculated on S$ value 
. Revised estimates 
. Preliminary estimates 
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SUMMARY 


Despite the frequently expressed worries of Singapore's leaders about 
potential problems facing the country, Singapore turned in a sterling 
economic performance in 1977. Real income rose nearly 8 percent, 
inflation was moderate, unemployment fell, foreign investment rose and 
other economic indicators were uniformly positive. While welcoming 
the good news, Singapore's leaders remain wary of foreign trends which 
may adversely affect them and over which they have little or no control. 
Protectionism is at the top of the list, closely followed by the 
increasingly common foreign view of Singapore as a lower-income 
developed country rather than an advanced LDC, and moves in the United 
States which could possibly discourage the further flow of investment 
into Singapore's manufacturing sector. 


For American manufacturers, the recent decline of the U. S. dollar 
presents an excellent opportunity to penetrate a small but sophisticated 
and relatively affluent market as well as to position themselves to take 
advantage of demand generated by rising incomes in other countries of 
the region. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Economic and Political Context 


Singapore's economy continued its excellent performance in 1977; Gross 
National Product (GNP) rose 10 percent to $6,475 million. Gross 
Domestic Product (GDP), which omits net income repatriated abroad, also 
rose 10 percent to $6,193 million. In constant 1968 dollars, GDP rose 
7.8 percent to $3,835 million. Real GDP per capita (1968 dollars) was 
up 6.4 percent to $1,661, reflecting Singapore's continuing success in 
limiting population growth. Preliminary 1977 figures show that the 
population increased only 1.2 percent during the year. 


For a small, open economy, heavily dependent on imports even for staple 
goods, Singapore has had remarkable success in curbing inflation. 
Keynesian counter-cyclical spending by the government leveled off last 
year; public sector demand (consumption plus capital formation) rose 
only 4 percent over the previous year, compared to a 13 percent rise 

in 1976. The GDP deflator rose 2 percent, the wholesale price index 

5 percent and the consumer price index 3 percent, mainly because of 
higher food prices. 


One key factor in Singapore's successful containment of inflation is 
its capacity to finance government budget deficits and other capital 
requirements internally. During 1977, for example, 75 percent of gross 
domestic capital formation was internally financed. 


Other statistics were almost uniformly favorable. The balance of pay- 
ments was in surplus by $296 million and foreign reserves rose to 
$3,720 million. Singapore's perennial trade deficit narrowed last year 
as exports rose 24 percent. Unemployment fell to 3.9 percent. 





Productivity measured by real value added per worker rose 4 percent, 
and average earnings rose 6 percent. Labor peace was remarkable even 
by Singapore standards as the number of man-days lost in strikes fell 
to 1,011, less than a third of the 1976 figure. 


Easy money conditions continued in the financial sector; the weighted 
average lending rate was 8.5 percent and bank loans and advances rose 
by 14 percent. In mid-March the prime rate offered by Singapore banks 
ranged from 6 3/4 to 7 1/4 percent. 


Politically, nothing disturbed the tranquility of the Singapore scene. 
Prime Minister Lee Kuan Yew's People's Action Party continues to con- 
trol all 69 Parliament seats, elections are not due for almost four 
years and, barring any drastic and catastrophic change in Singapore's 
economic well being, there appears to be no credible challenge to the 
PAP's continued rule. 


Singapore continues its support of the Association of Southeast Asian 
Nations (ASEAN), composed of Malaysia, Thailand, the Philippines, 
Indonesia and Singapore. Little progress was made during 1977 toward 
the hoped-for economic integration and industrial complementation 
schemes proposed for ASEAN, although tariffs were reduced at the 
beginning of this year on 73 products among the ASEAN countries. 
Politically, though, ASEAN has put down what appear to be firm roots 
in the five countries. There are common ASEAN positions in the UN 
and other international fora, and there seems to be a very real con- 
sciousness of the need to consider the Association when taking national 
positions on international political and economic issues. 


The Singapore Economy 


--Manufacturing. The manufacturing sector grew by 8 percent in 1977, 
led by good growth in the petroleum refining and electronic industries. 
It accounted for about 21 percent of GDP, unchanged from 1976. Employ- 
ment increased 5 percent over 1976, real value added increased by 
8 percent and productivity in this sector was up 3 percent over 1977. 
Singapore's manufacturing sector is heavily oriented toward exports, 
as shown by the fact that 66 percent of the sector's output was exported 
in 1977 compared with only 39 percent in 1970. 


The electrical and electronics industry increased its output by 17 per- 
cent last year despite increasing import restrictions in Singapore's 


traditional markets. This satisfactory performance was possible partly 
because of increasing sophistication in the range of products produced 
in Singapore. The petroleum industry continues to be the largest in 
the manufacturing sector, accounting for 40 percent of manufactured 
output and 50 percent of manufacturing investments. Several projects 
were undertaken during the year to manufacture higher-value petroleum 
products. The $800 million Japanese-sponsored petro-chemical complex 
proposed for Singapore, however, continues to face an uncertain future. 
Questions about demand levels for the complex's output were probably 
the main reason for a reported delay in commencement of the project. 





The shipbuilding industry remains slack because of continuing overton- 
nage in shipping. In real terms the industry contracted by 34 percent. 
However, shipyards have coped reasonably well by turning to related 
construction activities, such as building cranes, barges, dredges and 
heavy steel structures, as well as a few jackup rigs. Ship repairing 
activity increased by 10 percent. 


In February 1978, Singapore and the United States signed a four-year 
Bilateral Textile Agreement, which Singapore textile and garment 
manufacturers hailed as a shot in the arm for the industry. Singapore 
and the EEC had earlier concluded a textile agreement with which 
Singapore was quite satisfied. Although Singapore is facing stiff 
competition from lower-wage cost countries, its textile industry appears 
to be viable for the next few years. The government is encouraging 
integration and upgrading of skills and techniques in the industry. 


INDEX OF INDUSTRIAL PRODUCTION 
(1974 = 100) 


Selected 1976 (Quarter) 1977 (Quarter) 
Industries (Weights) 
Food (42) 
Textiles (24) 
Clothing (22) 
Wood Processing (28) 
Printing & 
Publishing (34) 
Chemicals (33) 
Petroleum 

Refining (245) 4 i i . ; ‘ 97. 
Iron & Steel (28) 107 25: 1236 F is 4124.2 123i. 
Machinery & 

Equipment (76) 123.1 1145. . . -8 105.0 133. 
Electronics (142) 114.3 142.6 155.8 159. sf Biet Bsa 
Transport 

Equipment (152) 107.3 200.7 114.8 124. 92.0 101.2 104. O35. 


All (1000) 100.2 104.3 112.6 115.5 106.1 116.5 119.3 123.7 


--Foreign Trade. Singapore's total external trade grew by 18 per- 
cent in 1977 to reach a total of $18.8 billion. Exports spurted by 
24 percent while imports rose only 14 percent. For the second succes- 
sive year, the country's balance of trade deficit contracted, by 12 
percent in 1977, to stand at $2.23 billion for the year. 


Singapore, of course, is noted as an entrepot port; as a transshipment 
point for goods from all over the world either going to or coming from 
Southeast Asia. In recent years, however, Singapore's industrialization 
program has brought about a rather marked change in the composition of 
its exports. Domestic exports in 1977 amounted to $4.83 billion, and 

58 percent of Singapore's total exports were accounted for by these 
locally-produced goods. Refined petroleum products figure largely in 





this category, but their relative importance is declining because of 
the increase in exports of such things as calculators and office 
machines, television sets, electric consumer products, measuring 
instruments and oil rigs. 


To keep its industrialization program on course, Singapore has an Eco- 
nomic Development Board which assists new investors who wish to locate 
manufacturing facilities in Singapore. They are particularly eager for 
investors in export-oriented manufacturing projects that bring high 
technology and new skills to Singapore. For these and other approved 
investments, Singapore offers quite liberal incentive packages, includ- 
ing an investment credit program recently announced by the government. 


Singapore's three leading trading partners in 1977 were, as they have 
been for the past several years, Japan, the United States and Malaysia 
(in that order). Each of these countries accounted for about 14 percent 
of total trade. Japan is Singapore's largest supplier, accounting for 
18 percent of Singapore's total imports. Singapore's exports to Japan 
continue to be dominated by petroleum products, which accounted for al- 
most 70 percent of total exports to Japan last year. With Singapore's 
largest buyer, the United States, total trade jumped 19 percent but not 
evenly; exports increased by 30 percent mainly because of larger domes- 
tic exports of electronic products, to a large extent produced by U. S. 
subsidiaries here. American imports rose only moderately, by about 6 
percent, but the United States remains Singapore's largest supplier of 
capital goods and industrial components. Total trade with Malaysia 
increased by 12 percent over 1976. Singapore is the entrepot port for 
much of Malaysia's rubber and palm oil and re-exports to Malaysia much 
of the industrial machinery, fertilizers, motor vehicles and textiles 
which Malaysia purchases abroad. The Singapore Government is encourag- 
ing its businessmen to look for new markets in the Middle East because 
of fears of protectionism in Singapore's traditional markets and because 
of the huge trade deficits Singapore runs with that region. Saudi Arabia 
is Singapore's largest supplier of petroleum, and ran a 1977 trade 
surplus with Singapore of $1.44 billion. 


--Labor. Singapore's labor force is estimated at 919,000, of whom 
883,000 are employed. The government estimates that 33,500 new jobs 
were created last year, outstripping the rise in new labor force entrants 
and resulting in a net decline in the unemployment rate from 4.5 to 3.9 
percent. The commerce and manufacturing sectors remained the two largest 
employers of labor in Singapore with the services industry close behind. 
The literacy rate is officially estimated at just over 76 percent but is 
much higher in the younger elements of the population now entering the 
labor force. The country emphasizes technical and engineering education 
and is a partner in three technical training institutions run by Rollei, 
Philips and Tata. A fourth institution is planned with the backing of 
the Japanese Government. These institutions, along with the traditional 
educational institutions in Singapore, are providing relatively large 
numbers of trained technical personnel to man Singapore's developing 
industries. 





--Financial. Singapore and Hong Kong are the two principal banking 
centers of Southeast Asia and, though complementary in many respects, 
are engaged in fierce competition to expand its influence at the expense 
of its rival. Forty-four of the world's 50 largest banks have some type 
of office in Singapore and 38 American banks are located here. 

Singapore is the center for the $21 billion Asian dollar market, which 
continued to expand in 1977. The number of Asian Currency Units (ACU), 
the bank departments which engage in the Asian dollar trade, increased 
by 19 to a 1977 total of 78. Total assets of the ACU's grew by 21 per- 
cent; loan operations were moderate with loans to non-bank customers 
increasing by 18 percent during the year. 


Hong Kong continues to be the loan syndication center for the region, 
but Singapore bankers were encouraged in early 1978 by the Hong Kong 
Government's proposal to begin taxing some financial operations in Hong 
Kong for the first time. It is not clear, despite banner headlines in 
the Singapore business press, that Singapore will automatically become 
the undisputed leader in banking and finance in the region. It is more 
likely that the competition between the two city-states will continue 
to the benefit of the end users of financial institutions here. 


The Singapore stock market remained rather flat during the year because 
of a lack of investor interest. Options trading on the Exchange, intro- 
duced with great fanfare in the first quarter of 1977, has been a total 
disappointment. 


The Singapore dollar has gained markedly against the U. S. dollar in 
line with the market's readjustment of exchange rates vis-a-vis the yen. 
In mid-March 1978, the U. S. dollar selling rate stood at about S$2.30 
to US$1, after a low in early March of S$2.285 to USS$1. 


--Investment. Foreign investment commitments rose smartly in 1977, 
and should continue to do so in 1978. Japanese investment, especially, 
should rise dramatically with the higher value of the yen making Japanese 
exports less competitive and overseas production more attractive. Some 
Japanese sources estimate that their country's manufacturers will invest 
at least $80 million here during the coming year. Local investment in 
manufacturing continues to decline; Singaporeans in general are more 
comfortable and knowledgeable in commerce and trading and the "easy" 
manufacturing investments (textiles, foodstuffs, furniture making, etc.) 
are not in high-growth areas. As Singaporeans acquire more managerial 
and technical skills, this trend will undoubtedly be reversed, but no 
one cares to predict when the low point will be reached. 





GROSS MANUFACTURING INVESTMENT COMMITMENTS 
(Millions of US$) 


Year Foreign Local Total 
19742/ 294.4 60.6 355.0 
2} 111.8 55.6 167.4 

120.4 28.2 148.6 


1975- 
3/ 
161.4 16.7 178.1 


1976— 


19774! 


1/ ... Exchange rate: $$2.31 = US$1.00 
2/ ... Exchange rate: S$$2.39 = US$1.00 
3/ ... Exchange rate: $$2.45 = US$1.00 
4/ ... Exchange rate: $$2.42 = US$1.00 


IMPLICATIONS FOR THE UNITED STATES 
Outlook for 1978 


Singapore's industrialization process continues with increasing govern- 
ment efforts to attract higher technology and higher value-added, export- 
oriented industries to Singapore. The 1978 Budget, announced in early 
March, calls for the introduction of major new incentives for manufac- 
turers in Singapore. The most prominent of these is an investment credit 
scheme whereby between 10 and 50 percent of fixed capital investment in 
certain manufacturing projects can be deducted from net taxable income. 
If profits in the first year of operations are insufficient to exhaust 
the credit, it can be carried forward to succeeding years. This new 
program is designed to complement Singapore's existing "pioneer industries" 
scheme which provides preferential tax treatment for selected new 
industries. The credit scheme should be of greatest importance to 
enterprises which are relatively unprofitable in the initial years. The 
government also hopes to encourage companies engaged in warehousing 
activities to begin local assembly or manufacturing of spare parts. 


Despite the stress on manufacturing, Singapore's economy is still highly 
dependent upon the entrepot trade, which accounts for over two-thirds of 
its GDP. Its manufacturing industries are also heavily export-oriented 
so the country is heavily dependent on the economic health of the devel- 
oped world and its Southeast Asian neighbors for its own prosperity. 

The Monetary Authority of Singapore has projected an annual growth rate 
of 6 to 8 percent in real terms for the next few years. Barring a sudden 
economic slump or a drastic increase in protectionism, Singapore's 1978 
performance should be comfortably above that lower limit. Several 
factors, indeed, could cause a growth rate higher than 8 percent; for 
example, a substantial increase in oil exploration activities in Indonesia 
or significant liberalization of Japanese import policies as a result of 
U. S. pressure. 


--Investment. Foreign investment should continue to be attracted to 
Singapore by the country's stable political situation, strategic 





geographic location, excellent financial and communication services, 
skilled labor supply and government encouragement of new investment. 

It is too early to predict the impact of President Carter's proposed 
changes in U. S. policy on corporate tax deferral on American invest- 
ment here, but it appears unlikely that changes in the law would have 
as significant an impact as some critics predict. Certainly the de 
facto withdrawal of OPIC insurance coverage here last year had almost 
no impact, despite expressed fears that U. S. investment interest would 
lessen. 


--Trade. Singapore showed a modest surplus in trade with the United 
States for the first half of 1977 but ended the year with a deficit of 
$43.4 million. The fall in value of the U. S. dollar against the 
Singapore dollar of about 6 to 7 percent in the past several months 
provides attractive opportunities for U. S. exports to the region, 
especially since the Japanese yen has concurrently appreciated sig- 
nificantly against the Singapore dollar. In Southeast Asia, of course, 
the Japanese are the major competitors faced by U. S. businessmen. But 
the United States is still Singapore's largest supplier of capital 
goods and industrial equipment, and good opportunities exist for sales 
of such American manufactures as electronic production and test equip- 
ment, pumps, valves and compressors, energy systems, process controls, 
communications equipment, security and safety equipment, automated 
business machines, computers and computer-related equipment. There 
are also good markets for medical, surgical and hospital equipment, 
pollution control equipment, and a small but affluent market which is 
receptive to quality U. S. consumer goods. According to press reports, 
many U. S. companies in Europe are finding that the depreciation of the 
dollar is affecting their costs of doing business and offsetting much 
or all of their increase in sales. In Singapore, where the U. S. 
dollar and yen are on diverging courses vis-a-vis the Singapore dollar, 
the rise in business costs should be moderate compared to the overall 
competitive gains. Thus, American companies have what may be a unique 
opportunity to establish themselves in the region for sales not only 
in Singapore but to its Southeast Asian neighbors. Many technically 
qualified and aggressive trading companies in Singapore have good 
contacts throughout the region and would be extremely interested in 
adding quality U. S. lines. More information can be obtained from the 
nearest Department of Commerce Field Office or the American Embassy in 
Singapore. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 


ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 


extension. 


Area Extension 


Africa 


Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 
Europe 
France and Benelux Countries 
Germany and Austria 
Italy, Greece and Turkey 
Nordic countries 
Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 


Brazil, Argentina, Paraguay and Uruguay 

Mexico, Central America, and Panama 

Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 


Peoples Democratic Republic of Yemen, Qatar, 


Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 
Iran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 


5767 
3865 


4504 
5228 
3944 
3848 
2795 
4421 


3646 
5401 
2425 
2522 


5427 
2314 


2995 











